STATE OF MICHIGAN

DEPARTMENT OF NATURAL RESOURCES

JENNIFER M. GRANHOLM LANSING REBECCA A. HUMPHRIES
GOVERNOR DIRECTOR

June 18, 2007

The Honorable Michelle McManus, Chair The Honorable Michael Lahti, Chair

Senate Appropriations Subcommittee on House Appropriations Subcommittee on
Natural Resources Natural Resources

S-2 Capitol Building Room 1489 House Office Building

P.O. Box 30036 P.0O. Box 30014

Lansing, Michigan 48909-7536 Lansing, Michigan 48909-7514

Dear Senator McManus and Representative Lahti:

Pursuant to Section 220, PA 344 of 2006, attached is a summary of the Department of Natural
Resources’ (DNR) cost allocation plan for restricted funds. Due to the size of the cost allocation
plan, only the summary is being forwarded. The remaining portion is available for review in the
DNR’s Financial Services office.

If you have questions, please contact Jane Schultz at 517-241-2392.

Sincerely,

Sharon M. Schafer, Chief
Budget and Support Services
517-335-3276
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cc: Senate Appropriations Subcommittee Members
House Appropriations Subcommittee Members
Ms. Jessica Runnels, Senate Fiscal Agency
Dr. Kirk Lindquist, House Fiscal Agency
Mr. Robert Emerson, State Budget Director, DMB
Mr. Jacques McNeely, DMB
Ms. Jennifer Harrison, DMB
Director Rebecca A. Humphries, DNR
Mr. Dennis Fedewa, Chief Deputy, DNR
Ms. Mindy Koch, Resource Management Deputy, DNR
Mr. Dennis Fox, Chief of Staff, DNR
Mr. Rodney Stokes, Legislative Liaison, DNR
Mr. Daniel Eichinger, Assistant Legislative Liaison, DNR
Mr. Joseph Frick, DNR
Ms. Jane Schultz, DNR
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MAXIMUS

Michigan Department of Natural Resources
Cost Allocation Project for
Administrative Funding Sources
FY 2005

introduction

MAXIMUS is pleased to present the results of the Cost Allocation Project for the
Michigan Department of Natural Resources (DNR). The DNR has many state restricted
funding sources that fund the administrative divisions of the Department. The purpose
of this project was to prepare a cost allocation plan to determine a reasonable and

defensible distribution of funding within each administrative appropriation. The plan is

e year onded SeptemberSO, 5005, and includes an

analysis of the following DNR appropriations:

+ 1001 — Executive Direction

e 1092 — Commission

¢ 1093 — Unclassified Salaries

+ 1104 — Office of Land and Facilities

« 1105 — Office of Program Assistance and Review
* 1106 — Budget and Support Services

o 1107 - Office of Financial Services

o 1108 - Grants, Contracts, and Customer Systems
¢ 1126 — Human Resources

e 1128 — Human Resources Optimization

e 1345 — Building Occupancy Charges

+ 1346 — Rent - Privately Owned Property

« 8914 — Information Technology Services and Projects
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MAXIMUS

Methodology

The project has been completed in two phases. Phase { allocates administrative
costs to the divisional level. Phase |l reallocates the divisional costs to individual

~funding sources according to the ratio of funding provided for each division.

Phase 1 — Phase | of the project is included as Attachment A. The cost plan is
divided into thirteen plan sections corresponding to the administrative appropriations
that have been identified. Each section of the cost plan includes; a narrative
description of the allocation procedures utilized, a schedule of costs by functional
grouping, and a schedule that details the allocation of costs within each function. The

overall objective was to group costs into functional areas, which represent an activity or

~gervice provided; and to subsequently aliocate the “activity to benefited programs using

an allocation base that best represents benefit derived. Schedule A from Phase |
contains a summary of costs allocated from each central service section to the

individual divisions of DNR.

Phase Il — Phase |l of the project is inciuded as Attachment B. The Phase li
cost plan reallocates the costs allocated to each division from each administrative
appropriation in Phase | to the cost objective, or the various funding sources of the
DNR. Costs allocated to each division in Phase | have been reallocated according to
the ratio of actual funded expenditures for that division. In some instances, costs in
- Phase | may have been allocated direcily to a specific funding source, e.g. MNRTF. in

such cases, Phase It simply reallocates those costs directly to the same funding source.

Due to the volume of detail in the Phase 1l plan, only the summary portion of the
plan is included. The final results are summarized on Schedule A of the plan. Also, a
detailed listing of the allocation bases used to redistribute the Phase | allocations for the
first plan section, appropriation 1001-Executive Direction, have been included. The
exact same allocation bases utilized for the Executive Direction section of Phase Il were
used to allocate the costs ‘of the other Phase Il administrative appropriations.

MICHIGAN DEPARTMENT OF NATURAL RESOURCES
COST ALLOCATION PROJECT
FY 2005 Page 2




MAXIMUS

Summary of Resulis

A summary of the final distribution of costs by funding source for each of the

administrative appropriations is included in the following exhibits:

+ Exhibit | represents a reconciliation of costs, by appropriation, allocated in the

. cost plan. Costs are based upon appropriation year expenditures identified in
the DAFR 7480 report.

+ Exhibit Il summarizes the allocated funding results for each of the administrative

appropriations.

Special Projects — It is important to note, in some instances costs directly

__associated with projects with discrete funding sources were allocated fo the Special =~~~ |

Projects cost pool. This cost pool is separately identified on Exhibit Il, and the identified

costs have not been allocated to any funding source.

in order to determine total

allocated costs associated with each funding source, the funding for Special Projects
needs to be determined and added to the fund totals on Exhibit Il. A summary of the

2005 fiscal year Special Projects is as follows:

Summary of Special Projects

Appropriation Project Amount
8914 Payroll, administration, and support for CGl $1,043,579.04
8914 LOTS Computer System Development $258,158.22
Total $1,301,737.26
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